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AMERICAN INSTITUTE OF ACCOUNTANTS 


Amendments to the By-Laws 
Effective 


Amendments to article V, section 3, of the 
by-laws, adopted at the annual meeting of the 
Institute at New Orleans, October 17, 1933, 
have been confirmed in writing by a majority 
of the members of the Institute and were de- 
clared effective by the president as of Novem- 
ber 18, 1933. The amendments provide 
specifically a procedure with respect to rein- 
statement of persons who (a) have resigned 
or (b) have ceased to be members or associ- 
ates for non-payment of dues and other obli- 
gations to the Institute. Article V, section 3, 
as amended reads as follows: 


ARTICLE V 


Section 3 (a). A member or an associate who 
shall resign while in good standing may be re- 
instated by a three-fourths vote of the members of 
council present and voting at any regular or special 
meeting of council, provided the person applying 
shall submit with his application for reinstatement 
the amount of dues and assessments, subscriptions, 
etc., not in any case to exceed $25, which would 
have been payable by him if he had continued in 
membership from the time of resignation to the date 
of application for reinstatement. 


(b) The executive committee, in its discretion, 
may reinstate a member or an associate whose mem- 
bership shall have been forfeited for nonpayment of 
dues or other sums due by him to the Institute, pro- 
vided that application shall be made within six 
months from the date of termination of membership, 
and provided that the person applying shall submit 
with his application for reinstatement the amount of 
dues and assessments, subscriptions, etc., which 
would have been payable by him if he had not for- 
feited his membership, plus a fine of $10. 


(c) No person shall be considered to have re- 
signed while in good standing if at the time of his 
resignation he was in debt to the Institute for dues 
or other obligations. A member submitting his resig- 
nation after the beginning of the fiscal year, but be- 
fore expiration of the time limit for payment of dues 
or other obligation, may attain good standing by pay- 
ing dues prorated according to the portion of the 
fiscal year which has elapsed, provided obligations 
other than dues shall have been paid in full. 


Institute Represented at Meetings 
of Accountants 


MINNESOTA 


Maurice E. Peloubet, newly elected chair- 
man of the board of examiners, addressed a 
meeting of the Minnesota chapter of the 
American Institute of Accountants at Min- 
neapolis on November 2, 1933. He spoke on 
the policies of the Institute and on certain 
phases of its activities, particularly the work 
of the board of examiners and the require- 
ments for admission. 


MONTANA 


Mr. Peloubet, with the assistance of James 
M. McConahey, Seattle, former member of the 
board of examiners, conducted oral examina- 
tions of five applicants for admission to the 
Institute at Helena on November 4, 1933. 
Following the examinations, members of the 
Institute, candidates and E. R. Sanford of the 
state university met with the examiners at 
luncheon and there was informal discussion of 
the purposes and the work of the Institute. 


ROCHESTER, N. Y. 


Rochester members of the American Institute 
of Accountants met as such for the first time 
at a dinner meeting at the Rochester club, 
November 23, 1933. John L. Carey, secretary 
of the Institute, was a guest at the meeting. 
There was informal discussion of problems 
arising in conjunction with the federal securi- 
ties act, the national industrial recovery act, 
municipal audits and codperation between ac- 
countants and bankers. Every member of the 
Institute residing in the city was present 
and it was resolved that similar meetings should 
be held frequently in the future. Otto A. 
Shults, a member of the special committee on 
development of the Institute, arranged the 
meeting and accepted the responsibility of call- 
ing future meetings. 


BALTIMORE 


Will-A. Clader, chairman of the Institute's 
committee on state legislation, was guest 
speaker at a meeting of the Maryland Associa- 
tion of Certified Public Accountants at the 
Emerson hotel, Baltimore, December 12th. Mr. 
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Clader’s subject was “Standards for the C. P. 
A. certificate.” His remarks included analysis 
of provisions of many state accountancy laws 
and discussion of the problem of educating the 
public to a clearer understanding of the mean- 
ing of the C. P. A. certificate. 


Vice-president‘s Address before 
Securities Commissioners 


In a recent address before the National 
Association of State Securities Commissioners 
at Milwaukee, entitled ‘‘Public «iccountants 
and the investing public’, Frederick B. 
Andrews, then vice-president of the American 
Institute of Accountants, said criticisms of 
public accountants in conjunction with con- 
—— financial failures are not unwelcome 
if constructive, but he said that certain criti- 
cisms of this type are unfair and show com- 
plete lack of sattendiog on the part of the 
critic. 

Mr. Andrews referred to the federal reserve 
board pamphlet, Verification of financial state- 
ments, as a manual of procedure which has not 
been improved upon by other bodies or by 
critics of public accountants’ reports. He 
pointed out the fact that restrictions are placed 
on auditors by the corporate management which 
usually engages them, and said that the selec- 
tion of certified public accountants, who are to 
serve as auditors for a company, by the stock- 
holders, as is required under the new Penn- 
sylvania corporation act and as is being done 
voluntarily by the United States Steel Corpo- 
ration, would be a constructive reform. The 
responsibility of investors themselves was em- 
phasized by Mr. Andrews. He said that they 
must give careful study, not mere casual read- 
ing, to the financial statements submitted, and 
to the auditor's certificates accompanying them; 
and, further, that investors must not consider 
balance-sheets and operating statements as com- 
plete and sufficient indices of the worth of an 
investment—something which they never can 
be. Public accountants may properly be held 
strictly to the performance of their work with 
high skill, judgment and integrity, Mr. 
Andrews said, but to attempt to make them 
financially responsible for losses to investors is 
to distort the significance of their work and 
perhaps to deprive investors of its benefits. 
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President’s Record on California 
Board 


John F. Forbes, president of the American 
Institute of Accountants, was recently ap- 
— a member of the California state 

ard of accountancy for his twenty-sixth con- 
secutive term, assuring him of the record of 
the longest service as a member of a state ac- 
countancy board in the United States. 

Mr. Forbes received his first appointment in 
1909 and has served continuously since that 
date, acting as president of the board since 
1914. He has offices in San Francisco. 

B. W. Bours, also of San Francisco, a mem- 
ber of the American Institute of Accountants, 
has been reappointed a member of the same 
board. Mr. Bours has served as secretary- 
treasurer since 1925. 


Relations of Practitioners and 
Students 


The need for closer relations between prac- 
tising public accountants and students of ac- 
countancy was cited by John J. Gannon, mem- 
ber of the state board of public accountancy 
of Texas, in an address at the annual meeting 
of the Texas Association of University Instruct- 
ors in Accounting, held at Houston. 

Mr. Gannon spoke of the lack of interest 
taken by the certified public accountant in the 
students who are preparing themselves for the 
profession. 

“Possibly if we had a student organization 
affiliated with and sponsored by the Texas 
Society of Certified Public Accountants it 
might be useful,” he said. “I understand that 
the national engineering societies have had 
student chapters in the larger engineering 
schools for a number of years. Just thinks 
what advantages could have been gained by 
all of us in our leading accountancy practi- 
tioners would have lectured during the past 
year on such seemingly simple but far-reaching 
subjects as reserves for doubtful accounts 
(which there has been a very strong tendency 
to understate) and inventories (various meth- 
ods of their ascertainment and prevention of 
inflation). 

“I hope that your organization will sponsor 
immediately some such active codrdination as 
I have briefly outlined between the practitioner 
and the student.” 
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Committee Appointments 


Acceptances of additional committee ap- 
pointments have been received since publica- 
tion of the November Balletin. 


SPECIAL COMMITTEE ON DEVELOPMENT 
OF ACCOUNTING PRINCIPLES 


The president has created a new committee, 
with the approval of the executive committee, 
to consider how far it may be possible to formu- 
late broad principles of accounting which are 
regarded as so generally acceptable that any 
deviation from them should require explan- 
ation. The personnel of the new committee 
consists of chairmen of other committees whose 
work involves to some extent the statement of 
accounting principles. Following are the mem- 
bers of the new committee, which will be 
known as the special committee on develop- 
ment of accounting principles: 


George O. May, chairman, New York 
(Chairman, special committee on codperation 
with stock exchanges.) 

George Armistead, Texas 
(Chairman, committee on professional ethics.) 

Lewis Ashman, Illinois 
(Chairman, special committee on codperation 
with securities commissioners.) 

Charles B. Couchman, New York 
(Chairman, special committee on codperation 
with bankers.) 

Frederick B. Hurdman, New York 
(Chairman, special committee on codperation 
with investment bankers.) 

William A. Paton, Michigan 
(Chairman, committee on education.) 

James H. Stagg, New York 
(Chairman, special committee on accounting 
procedure. ) 


SPECIAL COMMITTEE ON DEVELOPMENT 
OF THE INSTITUTE 


On account of the effective work performed 
during the past year by the special committee 
on development of the Institute, which con- 
sisted of 46 members in 45 cities, the presi- 
dent has increased the personnel of the com- 
mittee to 71. In the notification of appoint- 
ment was included the following outline of 
the scope and purposes of this committee: 

1. To act as a liaison agency between the executive 
officers and individual members in various parts 
of the country. 


2. To disseminate information about the purposes 
and activities of the Institute among accountants 
who are not members of the Institute, by in- 
formal reports at meetings of local societies and 
through conversation with individuals. 


3. To encourage application for admission to the 
Institute by accountants known to be eligible. 
(At its meeting on October 16th the council 
resolved that the refund of initiation fees be ex- 
tended through the current fiscal year. Accord- 
ingly, only the examination fee of $25 need ac- 
company an application. The ordinary initiation 
fees are for membership, $50; for associateship, 
$25.) 

4. To arrange informal meetings of members of the 
Institute, in codperation with members of coun- 
cil, if possible, for the purpose of discussing In- 
stitute affairs and professional problems of 
national significance. 


5. To transmit suggestions for constructive activity 
by the Institute. 


The personnel of the committee is as follows: 


Edward E. Gore, chairman, Chicago, Ill. 
Lewis H. Allen, Buffalo, N. Y. 
William H. Ball, Detroit, Mich. 

M. H. Barnes, Savannah, Ga. 

Jay E. Bigham, Tampa, Fla. 

Philip L. Billings, Des Moines, Iowa 
Joseph A. Boulay, Minneapolis, Minn. 
George B. Buist, Fort Wayne, Ind. 
Marvin O. Carter, Memphis, Tenn. 
Myrtile Cerf, San Francisco, Calif. 
William Charles, Milwaukee, Wis. 
William T. Chumney, San Antonio, Texas 
William L. Clark, Tulsa, Okla. 

A. Crawford Clarkson, Columbia, S. C. 
Charles Floyd Coates, Hartford, Conn. 
William H. Compton, Trenton, N. J. 
James D. M. Crockett, Kansas City, Mo. 
Robert Hall Crook, Meridian, Miss. 
George T. Durham, Richmond, Va. 
Charles Evans Elberson, Winston-Salem, N. C. 
George H. Ford, Jacksonville, Fla. 

H. W. Gifford, Topeka, Kansas 

J. H. Gilby, Chicago, Ill. 

Louis S. Goldberg, Sioux City, Iowa 
Harry B. Graham, Miami, Fla. 

Charles M. Grider, El Paso, Texas 
Andrew M. Hauser, Newark, N. J. 

J. Brooks Heckert, Columbus, Ohio 
Albert E. Hunter, Boston, Mass. 
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F. S. Jacobsen, Helena, Mont. 

Chester A. Jordan, Portland, Me. 

Roy Karshner, Atlanta, Ga. 

Lincoln G. Kelly, Salt Lake City, Utah 
Wayne Kendrick, Washington, D. C. 
Francis E. Kepple, Fort Worth, Texas 
René J. LeGardeur, New Orleans, La. 
Elton C. Loucks, Omaha, Nebr. 

Fred L. Main, New York, N. Y. 

Harry J. Mack, Wilmington, Del. 
James S. Matteson, Duluth, Minn. 
Ralph B. Mayo, Denver, Colo. 

Thomas Miller McIntyre, Nashville, Tenn. 
Harry B. Mills, Los Angeles, Calif. 
Harry W. Moore, Los Angeles, Calif. 
Allan Muddiman, Birmingham, Ala. 

J. R. Nelson, Dallas, Texas 

Kennon Webster Parham, Raleigh, N. C. 
Willis H. Plunkett, Phoenix, Ariz. 
Raymond H. Rebsamen, Little Rock, Ark. 
Edgar S. Reinberger, Pine Bluff, Ark. 
John Y. Richardson, Portland, Ore. 

O. G. Richter, Pittsburgh, Pa. 

Ernest A. Roden, Cincinnati, Ohio 
George T. Rosson, Mobile, Ala. 

Lewis Sagal, New Haven, Conn. 

August J. Saxer, St. Louis, Mo. 

Otto A. Shults, Rochester, N. Y. 
Walter H. Shultus, Grand Rapids, Mich. 
S. Charles Steele, Fairmont, W. Va. 

J. Bryan Stephenson, Albuquerque, N. M. 
Maurice W. Stoffer, St. Paul, Minn. 
Roscoe L. Thomas, Butte, Mont. 
William Robertson Tolleth, Norfolk, Va. 
Clarence L. Turner, Philadelphia, Pa. 
Patrick J. Walsh, Tucson, Ariz. 

Robert E. Warren, Cleveland, Ohio 
Rodney D. White, Seattle, Wash. 

Frank L. Wilcox, Waco, Texas 

Ernest E. Wooden, Baltimore, Md. 
Stephen S. Yeoman, Indianapolis, Ind. 
L. Tipton Young, Louisville, Ky. 


Gabriel A. D. Preinreich, of New York, is 
the author of an article on ‘Taxation and the 
natural business year”, appearing in the De- 
cember issue of The Accounting Review. 


Frank C. Taylor, of Beaumont, Texas, has 
been made secretary of the advisory board of 
the local Salvation Army corps. 


board in 1917. 
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Louis G. Peloubet 


Louis G. Peloubet, a member of the Insti- 
tute since 1916, died at his home at Maple- 
wood, N. J., on December 26th. 

Mr. Peloubet had been in public practice 
since 1905, and since 1915 had been senior 
partner in the firm of Pogson, Peloubet & 
Company, of New York. Prior to his moving 
to Maplewood seven years ago, his home was 
New York. He was a member of the New 
York State Society of Certified Public Account- 
ants. At the time of his death he was 73 
years old. 


Samuel J. Sonderling 


Samuel J. Sonderling, for the past thirty-six 
years associated with the banking firm of Leh- 
man Brothers and a member of the Institute 
since 1916, died December 2nd at the Medical 
Center at New York after an illness of several 
weeks. 


Spanish Translation of ‘Verification 
of Financial Statements”’ 


The revised edition of the pamphlet Verifi- 
cation of financial statements, prepared by a 
committee of the American Institute of Ac- 
countants and published by the federal reserve 
board, has been translated into Spanish for dis- 
tribution among public accountants in Mexico. 

The pamphlet, which has been widely cir- 
culated among accountants, bankers and credit 
men as a guide to auditing procedure, was first 
published in the bulletin of the federal reserve 
It was soon issued in pamph- 
let form under the title “Approved methods 
for the preparation of balance-sheet  state- 
ments.” In 1925, after obtaining the permis- 
sion of the Institute and of the federal reserve 
board, Mancera Brothers, accountants of Mexi- 
co City, published its first translation into 
Spanish. Recently the same firm of accountants 
obtained permission to publish the work as it 
was revised in 1929. This latest translation 
has just appeared in pamphlet form with re- 
prints of sections from the editorial columns of 
The Journal of Accountancy and quotations 
from the Bulletin of the Institute. 
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Professional Ethics as Examination 
Subject 


With the approval of the committee on pro- 
fessional ethics, the board of examiners has 
decided to include among the Institute’s ex- 
amination questions at each session one ques- 
tion on the ethics of the profession. 


At the November, 1933, sessions such a 
question was included in the auditing paper. 
The board’s purpose is to emphasize the im- 
portance of this subject in the minds of those 
who plan to undertake the public practice of 
accounting and also to influence consideration 
of professional ethics on the part of students 
of accountancy. 


Notification of the board’s intention has 
been sent to each co-operating state board and 
to the American Association of University In- 
structors in Accounting. 


Natural Business Year 


The New York Journal of Commerce, in its 
issue of December 4th, carried an article re- 
lating to the recent appointment of A. S. Fedde 
as chairman of the Institute’s committee on the 
natural business year, quoted below in part: 

Conditions arising under the NRA make it ur- 
gent that industries adopt a uniform fiscal year cor- 
responding to the natural season of their operations, 
according to A. S. Fedde, whose appointment as, 
chairman of a committee on the natural business year 
was announced today by the American Institute of 
Accountants. 


“The need for comparative statistics in the effort 
to co-ordinate industries working under codes has 
brought out the advantage of the uniform business 
year,” says Mr. Fedde. “The need for accuracy in 
the determination of cost has emphasized the ad- 
vantage of a closing date which coincides with the 
end of the natural season, when inventories are at 
a low point and there is a temporary lull in opera- 
tions, as opposed to the purely arbitrary date of De- 
cember 31st.” 


Mr. Fedde defines the natural business year as a 
twelve month period which closes at a time when the 
results of a year’s operations may be determined 
most accurately and with least inconvenience. 
Recommending it to all industries working under 
codes, he announces that his committee will make 
every effort to promote its wide adoption. 


Northern Ohio Chapter 


Recent developments in the monetary situ- 
ation of the United States were discussed by 
Russell Weisman, associate editor of the 
Cleveland Plain Dealer, at the annual meeting 
of the Northern Ohio chapter of the American 
Institute of Accountants, held at the Cleve- 
land chamber of commerce on November 22nd. 


Officers for the coming year elected at this 
meeting are: George J. Lehman, president; 
Leonard Park, vice-president, and Lewis 
Wintermute secretary-treasurer. George Leh- 
man, Leonard Park, C. L. Swearingen, Robert 
E. Warren and Lewis Wintermute were elected 
directors. 


The Cleveland chapter of the Ohio Society 
of Certified Public Accountants attended in a 
body, substituting this meeting for its regular 
monthly meeting. 


Miscellaneous Publications of the 
Institute 


At the suggestion of a member of the Insti- 
tute the following list of miscellaneous pam- 
phlets and reports issued in recent years is 
printed for the information and convenience of 
members: 

Accountancy is a career for educated men. Special 
committee for placements. 1927. 17p. 

Accountants and the Securities Act. 1933. 

American Institute of Accountants: facts and pur- 
poses. 1933. 5S5p. 

By-laws and rules of professional conduct. 1933. 
16p. 

Circular of Information, Syllabus, Bibliography. 
Board of examiners. 1933. 12p. 

Conduct of an accounting practice. From pro- 
ceedings of the American Institute of Accountants, 
September 17 and 18, 1929. Oct. 25, 1929. S6p. 

Corporate accounts and reports: a discussion of 
their significance and some suggestions for making 
them more valuable to investors. Submitted to the 
committee on stock list of the New York Stock Ex- 
change by the special committee on codperation with 
stock exchanges of the American Institute of Ac- 
countants. 1933. 18p. 

Draft of a model C.P.A. bill. Approved Decem- 
ber, 1926. 6p. 

Bureau of Public Affairs: 
Crime Tendency. Letter Bulletin No. 2. Jan. 
26, 1925. 15p. 
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Credit Frauds. 
20, 1925. 31p. 

Federal Arbitration. 
Jan. 27, 1926. 16p. 

Bankruptcy Problems. Letter Bulletin No. 6. 
July 16, 1926. 16p. 

Interstate relationships in accountancy. 
1930. 6p. 

Partnership agreement. Library bulletin. 8p. No 
date. 

Special report to the membership. April 20, 1933. 
llp. 

Pederal securities act: registration-statement form 
issued by the Federal trade commission. Reprinted. 
1933. 27p. 

Reports of secretary, 1916-1926, .1926-27, 1930. 

Special library bulletins, January, 1920, to Decem- 
ber, 1929, inclusive. 

Standard Bank Confirmation. 1933. 

Out OF PRINT 

Report of the special committee on codperation 
with bankers (pro-forma statements). September 10, 
1923. 4p. 

Bureau of Public Affairs: 
The Relation of Arbitration to the Profession 
of Accountancy. Letter Bulletin No. 1. May 
6, 1924. 7p. 
Tax Simplification. 
December, 1925. 12p. 


Letter Bulletin No. 3. May 


Letter Bulletin No. 5. 


October, 


Letter Bulletin No. 4. 


College Courses in Accounting 


The United States Department of the 
Interior, Office of Education, has published a 
amphlet (Circular No. 94) entitled “Col- 
egiate courses in accounting and business 
statistics” by J. O. Malott, specialist in com- 
mercial education. The pamphlet consists of 
data on the location and name of institutions 
which have reported the existence of courses 
in accounting and business statistics in their 
curricula, the number of instructors in account- 
ing, the number of courses in accounting and 
the number of students enrolled in accounting 
at each institution. The study indicates that 


436 colleges and universities offer one or more 
courses in business statistics; that 1,060 mem- 
bers of the instructional staffs are assigned to 
these courses, and that 1,808 such courses are 
offered. There are 76,912 students, including 
duplicates, enrolled in these courses in the 312 
institutions that reportetd their enrolments. 


Accountants’ Liability under 
Securities Act 


The suggestion that the extent of liability 
imposed by the federal securities act upon ac- 
countants certifying registration statements 
filed under its provisions might be limited by 
definition by the federal trade commission of 
what constitutes a ‘true balance-sheet’ and a 
‘true profit-and-loss statement’ was made by 
George O. May, of New York, speaking before 
the Illinois Society of Certified Public Account- 
ants at Chicago on December 6th. 

Stating that many accountants would hesitate 
to assume the liability entailed in certifying 
registration statements under the present status 
of the law, Mr. May offered his suggestion as 
an alternative to the amendment of the act it- 
self, which he considered less likely. A ruling 
of this kind, he said, would tend to prevent the 
investing public from attaching undue signifi- 
cance to accounts and would keep accountants 
from being unjustly penalized through over- 
technical interpretation of the provisions of the 
law. 


The text of Mr. May’s address will be pub- 
lished in full in an early issue of The Journal 
of Accountancy. 


Audit of School Funds Recommended 


A contention that independent audits would 
minimize mismanagement and misuse of school 
funds appears in a report by Fred F. Beach, re- 
search worker at Teachers college, Columbia 
University, rendered in conjunction with a 
survey on the custody of school funds. Dr. 
Beach’s investigation disclosed that financial 
records of officers responsible for school funds 
are frequently inadequate, and since the finan- 
cial accounts of many cities are not audited 
periodically it is difficult to detect irregularities 
in the management of school funds. 


Appointments to New Jersey Board 


George H. Kingsley and Joseph Thieberg 
have been appointed to the New Jersey state 
board of public accountants. Mr. Kingsley 
succeeds William H. Compton, who was presi- 
dent of the board, and Mr. Thieberg succeeds 
William Surosky, who held the position of 
secretary. 
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Cooperation with Bankers 


Following is the text of a report of the 
Robert Morris Associates committee on codper- 
ation with public accountants, presented by 
Philip F. Gray, chairman, at the annual meet- 
ing of the association held at Chicago, October 
23rd to 25th: 


The past year has been an important one in the 
accounting profession, due to legislation which, 
directly and indirectly, will have notable effect on 
that profession. While such legislation is adopted 
mainly for the purpose of the protection of invest- 
ments, by its character it also benefits credit grantors. 
In our opinion, the publicity given through such 
legislation to the general demand for more complete 
and accurate financial reports by corporations will 
assist the accountants to obtain more asignments 
covering a wider scope than heretofore. In fact, it 
would seem that accountants could hardly afford to 
accept narrowly confined engagements hereafter. 

There appears at the moment to be some public 
demand for lightening a few of the restrictions in 
the securities act of 1933, but regardless of whether 
the act is amended or not, certainly the accountants 
and credit grantors cannot lose the benefit of the de- 
mand created by the act for more complete reports. 

In 1933, the state of Pennsylvania approved new 
corporation laws, section 318 of which reads as 
follows: 


“Financial report to shareholders. Unless the by- 
laws expressly provide otherwise, the directors of 
every business corporation shall cause to be sent to 
the shareholders, within ninety days after the close 
of its fiscal year, a financial report as of the closing 
date of the preceding fiscal year. Such report shall 
give a summary of the assets and liabilities of the 
corporation, the amount of dividends paid or de- 
clared during the past year, the condition as to sur- 
plus or deficit and how acquired or created, the num- 
ber of shares issued and outstanding, together with 
any such particulars as are necessary to disclose the 
general nature of the liabilities and assets of the cor- 
poration. The report shall also set forth a balance- 
sheet as of the closing date of the preceding fiscal 
or calendar year, together with a statement of in- 
oar and profit and loss for the year ended on that 

ate. 

“The statement of income and profit and loss shall 
be prepared in the form ordinarily used by account- 
ants for the particular kind of business carried on 
by the corporation. Unless the by-laws expressely 
provide otherwise, all such reports shall be verified 
by a certified public accountant who is not a director 
or full-time employee of the corporation, or by a 
firm of practicing public accountants at least one 
member of which is a certified public accountant. 
The accountant or firm shall be elected by the share- 
holders of the corporation.” 


You will note the qualifying wording “unless the 
by-laws expressly provide otherwise,” so that the 
shareholders of the larger corporations could readily 
obtain the benefit of this section, while minority 
stockholders in closely held corporations possibly 
could not. In any event, legislation of this char- 
acter is excellent for the accounting profession. 


The Washington Review for October 16, 1933, 
published by the Chamber of Commerce of the United 
States, indicates a trend which is not considered so 
beneficial to the accounting profession. The item 
reads as follows: 


“The accounting profession is watching the de- 
velopment of codes with a great deal of interest. 
Particular attention is being given to the section per- 
taining to requirements for accounting. In several 
of the codes recently approved, provision is made 
that the respective industries shall develop uniform 
accounting methods and which within a prescribed 
period, shall be submitted to the administrator for 
approval. After approval, these methods shall be 
introduced in individual plants. 


“The accountants are questioning the wisdom of 
allowing the administrator this authority. The pro- 
fession fears that many accounting functions will be 
taken over by government bureaus. They are op- 
posed to this.” 


This development should be watched with interest. 


The following resolution, which was adopted at 
the thirty-eighth annual convention of the National 
Association of Credit Men at Milwaukee in June, 
1933, will be of interest to all of the Associates: 


“Throughout the past several years the certified 
public accountants of the country have, through their 
various organizations, been striving earnestly to 
standardize and improve the services which they offer 
to the public. 


“Because of our reliance as credit men upon ac- 
curate and intelligent audits as a basis for credit 
analysis, we heartily endorse these efforts of the ac- 
counting profession to improve and elevate the 
ethical and procedural standards of their work. 


“In order that we may more intelligently and ac- 
curately appraise the scope and significance of any 
audit submitted, we urge upon the certified public 
accountants a standardization in their certificates. 


“Since the accountant is employed by the credit 
seeker, he feels primarily responsible to him and 
therefore not free to discuss with or reveal to the 
credit grantor information that would be of tremen- 
dous value in the analysis of credit, except upon the 
expressed consent or request of his employer. We 
therefore urge upon our members that in their re- 
quests for audits or statements, there be embodied a 
request, if not a demand, that the accountant be in- 
structed to confer with the credit grantor regarding 
the audit submitted. Such a practice would assist 
the accountant and enable him more fully to serve 
the credit fraternity. 
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“Because of the dependency of credit men upon 
the full and free disclosures of accurate financial and 
related data, this convention urges upon its mem- 
bers continued and increasing insistence upon the re- 
quirement that the financial statement submitted by 
credit seekers bear the certificate of a certified public 
accountant and we especially urge codperation with 
the accountants in seeking the elimination of un- 
warranted restrictions in the scope of audits to the 
end that audits shall show the true condition of a 
business and may be properly interpreted.” 

The plan for handling the committee’s work 
adopted last year, providing, first, that the member- 
ship of the national committee should be enlarged 
so that more members could be in a position to 
handle local cases without referring them to the chair- 
man, and second, that the secretary of the Associates 
handle the central records of the committee to which 
all cases should be reported for the benefit of the 
membership, has proved satisfactory. 

Committee members have reported on the ac- 
tivities in this work in various parts of the country 
during the past year, excerpts of which follow: 


“Since January 1, 1933, the Boston committee on 
coéperation with accountants has noted twenty errors 
in audits, most of which have been reported to our 
national secretary. Some are still in process of in- 
vestigation and probably will be reported later. The 
principal faults noted have been: 

“1. Including in accounts receivable, without no- 
tation or comment, amounts not due for merchandise 
sales, or amounts due from affiliated companies. 

“2. Failure to segregate and label properly money 
in closed banks. 

“3. Books held open until after statement date 
with the result that liabilities were not shown cor- 
rectly. In one case, the accountant noted this on the 
balance-sheet prepared for the commercial paper 
broker, but failed to do so on those prepared for the 
company’s banks of deposit. Some of these banks 
were entirely ignorant of the fact until it was dis- 
covered by their seeing the statement put out by the 
broker. 

“4. Improper handling of acceptance liabilities. 
These items are frequently reported without indicat- 
ing that some of the merchandise is released under 
trust receipt by the issuing banker. 

“5. Failure to include in the balance-sheet of a 
cotton mill a substantial amount due for machinery 
purchased under a long-time contract, and in another 
somewhat similar case, the balance-sheet of a shoe 
manufacturer failed to include merchandise and the 
liability therefor for leather purchased for the next 
season’s business. In both of these instances the 
facts were stated in the audit report, but the infor- 
mation was placed so inconspicuously one almost 
needed a microscope to find it. The question of 
liabilities of this nature has been discussed publicly 
by our committee many times. It is a generally 
acknowledged fact that proper accounting principles 
require that such items be set forth in the balance- 
sheet. There seems little excuse for camouflaging 
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the balance-sheet by handling these items in any other 
way. 

"6. Listing real estate at the value of the com- 
pany’s equity, without any indication that there was 
a mortgage against the property. 

“7. Failure to charge depreciation and accrued 
salaries and wages, by which process the figures in- 
dicated a profit for the year. If the figures had been 
presented properly, they would have shown a sub- 
stantial loss and greater liabilities. 

“8. An ageing of receivables was found to be in- 
correct and materially misleading. Upon inquiry, it 
was found that the accountants had accepted the com- 
pany’s own ageing without a recheck.” 

All these faulty audits have been discussed with 
the accountants concerned, either by members of 
your committee or by the accountant’s clients at your 
committee’s suggestion. In most instances, the in- 
accurate reports were the result of carelessness, but 
in some cases there was unquestionable evidence of 
lack of knowledge or indifference as to correct ac- 
counting standards. Accountants who prepared these 
reports are all members either of the American In- 
stitute of Accountants or the Massachusetts Society 
of Certified Public Accountants, or both. When one 
considers the efforts of the committee of accountants 
and of our committee in trying to improve account- 
ing standards, it is disappointing to find so many 
things to criticize in reports prepared in 1933. We 
are confident, though, that the leading accountants 
are alive to the situation and are trying to prevent a 
recurrence of such work among their subordinates 
and others in their profession. Most of the account- 
ants in our territory have shown genuine interest in 
the work of our committee and in its codperation 
with their committee. Every effort has been made 
to work with us for improvement in accounting 
service. 

We have learned of several instances where ac- 
countants have lost their clients because the account- 
ants have insisted on reporting facts correctly, but 
we are glad to report that we know of a greater 
number of cases where poor or careless accounting 
has resulted in the selection of accountants of higher 
standards. 

We are glad to notice an increasing interest in 
the subject of accountants’ assuming the responsi- 
bility for inventories. It seems to us the greatest 
opportunity for development of the value of account- 
ants’ services to the banks is in this direction. It is 
evident that altogether too few accountants and 
bankers make an effort to persuade their customers 
to authorize an audit which will permit of such re- 
sponsibility being taken. A number of instances have 
recently come to our attention, though, where this 
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responsibility has been assumed in a very definite 
manner. It is refreshing to see this, and it may be 
of interest to quote extracts from two such reports, 
namely: 


“1. We made substantial tests of the inventory 
by actual count of physical quantities amounting to 
approximately 50 per cent. of the total. Responsible 
officers of the company have certified to the quantity, 
condition and ownership of the merchandise, as well 
as the adequacy of the reserves for slow moving 
stock. In our opinion, the inventories are accurate- 
ly priced on the following basis. 

“2. The inventory was taken under our direct 
supervision. Members of our staff made tests of the 
physical quantities sufficient to indicate the sub- 
stantial accuracy of the inventory as a whole. We 
verified the summarizing, pricing and extending of 
the inventory figures. In pricing inventories, con- 
sideration was given to slow moving or obsolete 
stock. In determining inventory valuations, we col- 
laborated with representatives of Com- 
pany, engineers and appraisers. The inventories at 
market June 30, 1933, show an approximate appre- 
ciation of $169,000.” 


Philadelphia reports as follows: 


“During the past chapter year we have had two 
meetings with the accountants’ organization here, one 
a full chapter meeting and another with a special 
committee appointed by the local accountants’ chap- 
ter. As a result of these meetings, it has been the 
general experience of our members that the account- 
ants have given more thought to preparing statements 
in forms which would be acceptable to banks, and 
there has been a noticeable improvement from our 
standpoint in the reports submitted. Most of the 
accountants are anxious to codperate with us, but 
there are still some instances in which they have not 
lived up to the ethics of the accountants’ organiza- 
tion. Some specific cases reported are: 

“1. A rather voluminous report was prepared, 
but not certified. The lending bank requested that 
the accountants certify the statement, which, how- 
ever, they were unwilling to do in the form sub- 
mitted. The bank reported that no credit would be 
extended unless a certified report was given. A new 
report was thereupon prepared and certified. How- 
ever, the second report eliminated some $60,000 to 
$70,000 slow and doubtful accounts receivable which 
had been included in the original report as current. 

“2. Certified statement included in the accounts 
receivable advances to salesmen, which upon investi- 
gation were discovered to be over a year old and 
admitted by the management as of no value. The 
accounts so included amounted to almost 80 per 
cent. of the total of the accounts receivable shown. 

“3. A bank received an accountant’s report with 
the following comments: “Tests were made to de- 
termine the general accuracy of the work, but no 
verifications were had with outside sources to de- 
termine the correctness of the assets and liabilities.’ 
Upon investigation the lending bank discovered that 
the statement included real estate in the name of a 
person other than a partner; investments were carried 
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at cost without comment and represented an amount 
very nearly five times the actual market value at the 
statement date; customers’ notes had been discounted 
by the company and no comment was made about 
these notes; note receivable pledged as collateral for 
the company’s own indebtedness did not appear on 
the asset side nor did the statement show the secured 
liability. This case has been referred to the Penn- 
sylvania Institute of Accountants, which has referred 
it to the examining board. 

“4. In this case, a complete audit with proper 
certification was received. It later developed that 
there was indebtedness to another bank which had 
been owing for a long time, as well as indebtedness 
to individuals which did not appear on the audited 
statement. Both of these items had been entered on 
the books of the corporation as charges to the ac- 
count of the principal owner. The accountant did 
not investigate these cases sufficiently and made an 
improper statement. When the accountant was 
shown that the corporation had given notes for its 
obligations, he admitted his laxity, his explanation 
being that he had relied too much upon the state- 
ments of the principals and had taken their word 
without investigation because of his long standing 
acquaintance with them.” 

Pittsburgh reports as follows: 


“Locally, we have had three meetings with the 
accountants and have conducted them in form some- 
what similar to other chapters; that is, a list of ques- 
tions was given out in adavnce to the accountants, 
these questions having been prepared by our mem- 
bers. The Pittsburgh chapter has been codperative 
and works in close harmony with the local account- 
ants. On numerous occasions, our members have at- 
tended meetings of the accountants. There has been 
very close codperation with the banks.” 

From Baltimore we learn that: 


“A joint committee of the Robert Morris Asso- 
ciates and the Maryland Association of Certified Pub- 
lic Accountants was formed by representatives of 
the respective associations so that there could be a 
closer relationship between the bankers and certified 
public accountants. 

“Your committee held its first meeting on April 
9, 1932, and at that time Mr. Ernest E. Wooden was 
appointed chairman, and Mr. T. Leonard Reeder, sec- 
retary. Since then, monthly meetings have been held 
and many questions of interest to both organizations 
have been discussed and analyzed. 

“We have discussed at length problems of the 
bankers and certified public accountants relative to 
the preparation of statements, so that the bankers can 
understand clearly the scope of the audit, and the ex- 
act status of their client's financial position.” 

St. Louis reports the following: 


“There is one matter that has recently come to our 
attention in connection with the custom followed by 
accountants in setting up reserve for slow and doubt- 
ful receivables. Most generally, the accountant will 
show a reserve against the total of accounts and bills 
receivable. Particularly within the past year or so, 
the proportion of bills receivable has increased, and 
it is to be presumed that the percentage of losses 
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woud be greater with bills receivable than with ac- 
counts receivable. It occurred to some of us here 
recently that the accountant’s report should suggest 
in some manner the proportion of the reserve which 
should be applied against notes receivable and which 
should be applied against accounts receivable.” 
From Portland, Oregon, comes the following: 


“The local banks coéperate to the fullest extent 
on all credit problems. There is no lack of interest 
in the committee work, and you can rest assured that 
there will be full codperation from this city.” 

Seattle states: 


“Locally we have had one meeting with the com- 
mittee representing the accountants, which was very 
satisfactory. The local accountants show every de- 
sire to codperate with us, and we have nothing of a 
critical nature to bring up in your report to be made 
this fall.” 

Other centers having committees have reported 


satisfactory relations with accountants, with no par- 
ticular cases to be especially noted. 

The procedure in handling cases at the office of 
the associates in Lansdowne is as follows: 

1. Receipt of criticism from member. 

2. Accountant written to citing case but not iden- 
tifying critic.. 

3. Report to member of accountant’s explanation. 

4. If member is satisfied with above, then the 
case is closed. A record is made for future refer- 
ence in case an inquiry on the same accountant comes 
from some other member. 

This work is “member work’ done by the office. 
It is member work because the office does not see re- 
ports and can act only upon member complaint. The 
work by the office can be important in this field only 
if the members report faulty audits or commendatory 
experience. 


L. A. Heath, of Charlotte, N. C., delivered 
an address on the “Relation of the new deal 
to industry” at a recent meeting of the Rotary 
club of Wadesboro, N. C. 


M. F. Pixton, of Atlanta, has been appointed 
a member of the national affairs committee of 
the Atlanta chamber of commerce. 


A. C. Woods, of St. Louis, has been ap- 

inted a member of the special corporation- 
ranchise-tax committee of the St. Louis 
chamber of commerce. 


William A. Wood has been made a director 
of the Federal Home Loan Bank in Pittsburgh. 
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New Role of the Accountant 


In an article appearing in a recent issue of 
the Chicago Journal of Commerce, Elgin E. 
Narrin, speaking of the accountant’s rdle under 
the new philosophy of government control of 
industry, calls attention to the service rendered 
the public by the certified statement of the ac- 
countant in the interpretation of technical 
financial data. 


“Individually and collectively,” says Mr. 
Narrin, “public accountants have striven for 
years to improve the quality and quantity of 
information furnished to stockholders, bankers 
and the public generally by corporation man- 
agement. By personal counsel and through 
public activity they have codperated in an edu- 
cational program to which credit must be as- 
signed for much of the headway registered in 
this connection. 


“Of course, a certification of technical com- 
petency under the terms of a state law does not 
insure honesty. While the certified public ac- 
countant’s function is broad and highly neces- 
sary, it does not encompass all possible services 
to the investors. Conflicts in interest do develop 
which can not always be solved satisfactorily. 
And the insufficiency of certified audits or ex- 
aminations cannot be accepted as other than 
they purport to be. Accountants are engaged 
to perform certain duties, with the scope and 
limitations of which they have endeavored to 
acquaint the public so that misunderstandings 
may not arise, and have attempted to provide 
a key to these limitations through the certifi- 
cate which accompanies every such audit. 

“If in fact, readers of audits are unfamiliar 
with the fundamental understanding which will 
make them appreciative of these limitations and 
place them on their guard, no accountant’s 
certification law and no particular public ac- 
countant’s efforts can adequately protect those 
readers.” 


Eric A. Camman, New York, has been 
elected a member of the executive committee 
of the National Management Council. 


Sidney S. Cohen, Cotton Belt building, St. 
Louis, has been made an NRA enforcement of- 
ficer for Missouri by the national coat and 
suit authority. 
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Accounting Records as Evidence 


The following discussion on accounting 
records as evidence appeared in a recent bul- 
letin published by the school of business of the 
University of Chicago. 


“The rules of law relative to the admissibility of 
accounting records as evidence are in various stages 
of simplification among the individual state jurisdic- 
tions of the country. Factors demanding such sim- 
plification are these: (1) increasing interstate com- 
merce; (2) the development of large and complex 
accounting systems; (3) the tremendous growth of 
machine accounting; and (4) the increasing imprac- 
ticability of identifying at a subsequent date in- 
dividual clerks who have recorded specific transac- 
tions. In a study of this problem recently completed 
it was found that to date only one state has satis- 
factorily solved the problem from the standpoint of 
the business concern. In this state, New York, a 
statute was enacted in 1928 making accounting 
records admissible as evidence without the necessity 
of calling as witnesses the clerks who had a part in 
keeping the records. Ia Massachusetts a_ statute 
which leaves the question of calling the clerks as 
witnesses to the discretion of the trial judge is in 
force. Although not as lenient as the New York 
statute, it is much more practical than the cumber- 
some common-law rule. (Under the common law 
it is necessary for a business in litigation to produce 
as witnesses every clerk who has had any part in the 
handling of its accounting records, in order to make 
these records admissible as evidence). [Illinois re- 
quires only the testimony of a supervising officer, 
e. g., the head of the accounting department. The 
remaining states, while not perhaps having required 
all the persons connected with the transaction to 
take the stand and testify, have required, in addition 
to a supervising officer, one or two of the clerks 
more intimately connected with the transaction to 
testify as to the correctness of the entries. 


“The trend in recent years has been toward a 
more liberal attitude on the part of the courts in 
receiving this type of evidence. (Watson v. Gard- 
ner and others, 183 Minn. 233, 1931). A review 
of numerous cases shows that very few courts dis- 
cuss with any degree of thoroughness the organiz- 
ation of the accounting department of the modern 
business enterprise. It is probable that any improve- 
ment must come through statutory enactment rather 
than through court decisions. So long as no statute 
is in force the extent to which verification will be 
required is a matter of conjecture.” 
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New York Utility Accounts 


New uniform classifications of accounts for 
electric, gas, steam, omnibus and water-works 
corporations have been adopted by the public 
service commission of the state of New York. 
Although there are many points of difference 
between the new classifications and those in 
use in this state for the past several years, the 
principal changes may be summarized as fol- 
lows: 


(1) The companies operating in New 
York are required to follow the “straight- 
line” method of accounting for depreciation 
of property, whereas the old classifications 
permitted the practice of merely equalizing 
retirements of property. The new classifi- 
cations state that each company shall de- 
termine and file with the commission a veri- 
fied statement showing composite annual 
percentage rates considered applicable to the 
book cost of each class of depreciable prop- 
erty or subdivision thereof, which rates shall 
be based upon the estimated service values 
and service lives developed by a study of the 
company’s history and experience, the his- 
tory and experience of other companies hav- 
ing properties of a similar character, and 
such engineering and other information as 
may be available in respect of probable 
future conditions. 


(2) Perpetual inventory records of all 
fixed properties are required. Such inven- 
tory shall be arranged in conformity with 
the detailed fixed capital accounts prescribed 
in the classifications and shall show a com- 
plete description of each unit of property 
and the cost theteof. The previous classifi- 
cations prescribed that detailed fixed — 
accounts be kept from the effective dates 
thereof, but did not require the companies to 
break down unclassified fixed capital ac- 
counts at such dates nor did they require a 
perpetual inventory record by property units. 


(3) Special accounts are provided in the 
new classifications for the recording of all 
amounts paid or payable to, or incurred on 
behalf of affiliated companies for or incident 
to management, purchasing, construction, ac- 
counting, engineering and other services or 


expenses. 


by 
i 
j 
| 
H 
| | 
— 
‘ 
( = 
j = 
1 
; 
j 
| 
= 
| 
q 
4 % 
| 
= 
ve 


Bulletin of American Institute of Accountants 


The adoption of the “straight-line” methoa 
of accounting for depreciation appears to be the 
most serious problem presented to the utility 
companies by the new classifications. The im- 
mediate establishment of a depreciation reserve 
balance on a “straight-line” basis might in 
many instances make serious inroads upon the 
net worth previously shown in financial state- 
ments issued by the companies. 


The commission has prescribed that the new 
classifications shall become effective January 1, 
1934, with the exception that the provisions in 
respect of depreciation accounting and the per- 
petual property records do not become effective 
until January 1, 1936. 


Accounting Provisions of Codes 


A compilation of accounting provisions of 
the thirty-one codes of fair competition ap- 
proved under the N.I.R.A. prior to September 
30th has recently been published by the 
chamber of commerce of the United States. 

The extracts quoted in the study illustrate 
the provisions adopted by various industries for 
dealing with selling goods below cost, require- 
ments appertaining to methods of accounting, 
cost and financial reports and adjustment of 
contracts because of increased costs. 


An analysis of the data shows that the codes 
of nineteen industries recommend or make 
specific requirement for the adoption of uni- 
form cost accounting systems. Sixteen codes 
provide that goods be sold at not less than cost 
of production, or in some cases, at not less 
than ‘‘a reasonable cost’, to be determined by 
a system having the approval of the adminis- 
trator. 


Cost is defined in the codes of the men’s- 
clothing, the cast-iron-soil-pipe and the ship- 
building and ship-repairing industries as being 
“the cost of direct labor plus the cost of 
materials plus an adequate amount of overhead, 
including an amount for the use of any plant 
facilities employed.’” Codes for the fishing- 
tackle industry, the textile-bag industry and the 
underwear and allied products manufacturing 
industry provide that cost shall be defined by 
the committees of the industries subject to the 
approval of the administrator. 

Codes for the cotton-textile, the men’s- 
clothing, the lace-manufacturing, the wool-tex- 
tile and the leather industries allow for the 
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adjustment of contracts made prior to adoption 
of the code to take care of increased cost of 
production resulting from adherence to code 
provisions. 


No provisions regarding methods of account- 
ing or selling below cost are contained in codes 
of the automobile, the iron and steel, the 
legitimate theatre, the rayon-weaving, the rayon 
and synthetic yarn producing, the photographic 
manufacturing, the leather, the artificial flowers 
and feathers, the transit and the linoleum and 
felt base industries. 


Accounting for Farms 


The keeping of accurate farm accounts will 
facilitate the government’s various agricultural 
adjustment programs and will be of distinct 
advantage to the farmer wishing to profit by 
the relief offered him, P. E. Johnston, farm 
management specialist of the college of agri- 
culture, University of Illinois, is quoted as say- 
ing in the Carthage, Ill., Gazette of November 
17th. 


Mr. Johnston says that the popularity of the 
farm account book distributed by his depart- 
ment is expected to be greater this coming year 
than ever before. Normally about 6,000 of 
these books are used in Illinois alone every 
year. 


“Under the government's wheat program,” 
Mr. Johnson said, ‘farm account records are 
being accepted as evidence of acreage and 
amounts of wheat produced during the base 
period of 1930, 1931 and 1932. Even where 
the records are not used as evidence they fur- 
nish all the information that is necessary for 
farmers to fill out their application forms. 


“Now that the corn and hog plan for 1934 
has been announced and plans for other com- 
modities are under consideration, farm accounts 
are becoming still more valuable, and the 
farmer with such accounts at his disposal is in 
a highly favorable position.” 


Minnesota Board 


Following the recent resignation of Herman 
C. J. Peisch from the Minnesota state board 
of accountancy, Oscar C. Strand was ap- 
pointed his successor. 
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NOTES 


Securities Act 


Amendment of the securities act is a favorite topic 
of conversation among accountants. Most of them 
think that the purpose of the act is good but its 
stringent liability provisions discourage those who 
take greatest pride in their reputation for honesty 
and accuracy—that is, those who have most to lose. 


Accounting firms which conducted numerous ex- 
aminations for purposes of financing in 1928 and 
1929 have found from their records that even at the 
peak of the boom period this type of engagement 
constituted a relatively small part of their total prac- 
tice—10 per cent. is stated as a generous estimate. 
It has been pointed out that accounting engagements 
under the securities act, which imposes on the ac- 
countant much broader liability than that which the 
courts apply to other engagements, place in jeopardy 
the accountant’s entire practice, as well as his per- 
sonal fortune. The risk seems so far out of pro- 
portion to the benefits that in the minds of some 
accountants the act takes on the character of a puni- 
tive measure. 


An analysis of registration statements filed from 
the time the act went into effect up to and including 
November 9, 1933, shows that three hundred and 
eight registration statements were filed with the trade 
commission during the period. The names of 216 
accounting firms or individual accountants appear on 
certificates forming a part of these statements, of 
which 199 appear to be local firms as distinguished 
from so-called national firms. One hundred and 
eight of the registration statements contain certificates 
of firms one or more of whose partners is a member 
of the American Institute of Accountants. Two hun- 
dred and forty-nine certificates are signed by certified 
public accountants (including Institute members), 5 
are signed by Canadian chartered accountants and 78 
certificates bear the names of accountants who appear 
to hold neither C. P. A. certificates nor membership 
in any accredited professional organization. Fifty- 
seveti registration statements contained no account- 
ants’ certificates, but that deficiency was to be re- 
medied by amended statements. Thirty-seven states 
and 3 Canadian provinces are represented by the ac- 
countants whose names appear on the registration 
statements under review. 
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An Ear to Washington 


Five years ago a speaker at a meeting of account- 
ants—that is, a speaker from without the profes- 
sion—was likely to be a banker. Now the interest 
of accountants like that of many others, seems to be 
focused on Washington: Witness the names of 
authors of papers presented at recent meetings of 
accountants: A. A. Berle, Jr., James M. Landis, Mal- 
colm Muir, Baldwin B. Bane. 


Exchange Fluctuations 


Expression of foreign exchange fluccuations in ac- 
counts of American companies owning subsidiaries 
abroad was a technical accounting problem in 1931, 
when foreign currencies were falling in terms of 
dollars. Now it is again a problem, but for precise- 
ly the opposite reason. The Institute’s special com- 
mittee on accounting procedure, which prepared 
recommendations on this subject in December, 1931, 
is considering a supplementary report to meet cur- 
rent conditions. 


Getting Acquainted 


Nine members of the Institute—all the members in 
Rochester, N. Y.—met at dinner November 24th, and 
some of them met for the first time, although none 
reckoned his length of residence in Rochester in units 
less than years—an illustration of the desirability of 
informal meetings of Institute members everywhere, 
as recommended by Edward E. Gore, past president 
and chairman of the special committee on develop- 
ment of the Institute. 


Accountant as Receiver 


The Newark Evening News for November 15th 
reports that Theodore Krohn, member of the Ameri- 
can Institute of Accountants, has acted as one of two 
receivers of a manufacturing company. In approv- 
ing the financial report and account of the receivers 
the court is quoted as saying that the receivership 
was one of the best managed he had ever known and 
the report ‘‘a model” for other receivers. The credi- 
tors approved the fees allowed. The report showed 
that the concern had been operated by the receivers 
at a net profit of $4,515. 
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Education, et al vs. Legislation 

At luncheon the other day, a New York corpo- 
tation lawyer evinced interest in the subject of re- 
Sstrictive accountancy legislation. He asked whether 
accountancy practice was now wholly concentrated in 
the hands of certified public accountants. The re- 
ply was, no—that was one reason why some certified 
public accountants desired restrictive legislation. 
Then, said the lawyer, the time was not ripe for re- 
striction—the fact should be accomplished by edu- 
cation and then only confirmed by legislation. That, 
he contended was the function of law, to express a 
condition already acceptable to the people. Reform 
by legislation he regarded as impracticable. He cited 
in support of his argument some obscure amendment 
to the constitution, now repealed, having to do with 
abolition of the liquor traffic. 


Publicity 


The publicity department of the Institute, in its 
desire to have some measure of the results of its 
activities, requests that members and associates for- 
ward promptly to the New York office all press no- 
tices mentioning the Institute which come to their 
attention. It would facilitate the work of this de- 
partment if members planning public addresses would 
supply the publicity director with copies sufficiently 
in advance for release to newspapers as of the date 
delivered. The results of the publicity program up- 
on which the Institute has entered have so far been 
encouraging, and if all members and associates co- 
operate, the results should be gratifying. 


One hundred and ninety-seven members are now 
serving the Institute as officers, members of council 
and members of committees. Forty-one states are 
represented in the list of those who hold some official 
position in the organization. 


Lewi Gluick has been appointed senior ac- 
countant in charge of the New York office of 
the federal surplus relief corporation. 


Louis S. Goldberg, of Sioux City, Iowa, 
spoke on “Inflation and credit’ at a meeting 
of the Sioux City Retail Association on No- 
vember 11th. Mr. Goldberg contributes a 
weekly article on accounting subjects to the 
Sioux City Reporter. 


Corporate Audits and Investors 


The following excerpt from an editorial in 
the Topeka, Kansas, Capital discusses among 
other things the place of independent audits 
among the factors of protection to investors: 


“Making investment in securities safe for democ- 
racy is one of the preoccupations of the New Deal, 
and Congress is co-operating with the administration 
in promoting it, through the banking bill, regulation 
of corporations and industries and such inquiries as 
that into private banking. 


“The public itself has a part to play, and par- 
ticularly the public as stockholders. Corporations 
have a vastly larger list of stockholders than 20 years 
ago, but at the same time the vast majority are 
“minority” holders, do not know what is going on, 
trust implicity to managements, until awakened by 
some catastrophe to their holdings, and appear to 
have no place in determining policies or financing 
operations. One of the objectives of a New Deal 
is to find a suitable place for the humble stock. 
holder to function. 


“Audits have come in for special study in this 
matter. They have usually been made by order of 
managements and to suit managers. Numerous in- 
stances have come to light of audits that mislead and 
more numerous where important facts are concealed 
or not clearly disclosed. Stockholders generally 
make no disturbances over excessive salaries of ex- 
ecutives so long as dividends are satisfactory, yet 
there is no lack of cases where dividends are satis- 
factory, but are not warranted by conditions of the 
corporation, yet without knowledge of this salient 
fact by the stockholders. 


“One or two general principles are suggested for a 
New Deal in corporation practice by the Chicago 
News’ financial editor who has followed closely dis- 
closures of faulty auditing. One suggestion is that 
the salary of any officer who is also a member of the 
board of directors, which votes the salary, whether 
he votes or not, should be stated plainly in the 
annual report. 


“Another suggestion, of greater importance, is that 
the annual audit and report, ‘whether made by em- 
ployes or by certified accountants, if it is to be a real 
critique of management, should be prepared either 
by a board separate from the management, or if 
board and management are the same, by an accountant 
selected and compensated by the stockholders them- 
selves, pro rata, at so many pennies per share.’” 
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NEWS OF LOCAL SOCIETIES 


California 


Los ANGELES 


The Los Angeles chapter of the California 
State Society of Certified Public Accountants 
has undertaken the responsibility of obtaining 
listings for the section of the forthcoming Los 
Angeles telephone directory to be headed “‘Cer- 
tified Public Accountants’. 

As in the case of previous issues, the chap- 
ter is sending out applications for listings and 
disseminating information concerning the re- 
quirements of the ethics committee of the state 
society with regard to the use of the title of 
certified public accountant. 


SAN FRANCISCO 


Eugene Bashore, secretary of the California 
group of the Investment Bankers Association 
of America, presented a paper on the “Appli- 
cation of the securities act to the investment 
business’ at the November meeting of the San 
Francisco chapter of the California Society. 
Judson E. Kreuger presided and B. W. Bours 
acted as secretary. 


Massachusetts 


Seymour L. Andrews, chief statistician of the 
American Telephone & Telegraph Company, 
was a speaker at the November meeting of the 
Massachuetts Society of Certified Public Ac- 
countants, held November 27th at the Parker 
House, Boston. He told of recent develop- 
ments in the banking field. George S. Clark- 
son, president, presided. 


Michigan 

“If half the energy expended on propaganda 
for amendments to the securities act were en- 
listed in an effort to advise the commission in 
the wise exercise of its powers, the government 
and issuers, bankers, lawyers, accountants and 
other experts would be far nearer to a solution 
of their problems.” 

This statement was made by Baldwin B. 
Bane, chief of the securities division of the 
federal trade commission, in the course of an 
address at the ninth annual Michigan account- 
ing conference, held at Ann Arbor on Novem- 
ber 17th. The conference was sponsored by 
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the Michigan Association of Certified Public 
Accountants, the Michigan Society of Public 
Accountants and the school of business admin- 
istration of the University of Michigan. 

Other addresses were made by Walter A. 
Staub, president of the New York State So- 
ciety of Certified Public Accountants. Henry 
C. Murphy, of the National Bank of Detroit, 
George P. Ellis, president of the American So- 
ciety of Certified Public Accountants, I. Leo 
Sharfman, chairman of the economics depart: 
ment of the University of Michigan, and Clare 
E. Griffin, dean of the school of business ad- 
ministration of the University of Michigan. 


WESTERN MICHIGAN 


L. D. Stafford, district representative of the 
American Appraisal Company of Detroit, ad- 
dressed a meeting of the Western Michigan 
chapter of the Michigan Association on No- 
vember 2nd, speaking on the “Present relation- 
ship between fixed assets and federal taxes’. 


Minnesota 


A clearer definition of ‘‘costs’’ will be neces- 
sary for the proper application of certain code 
provisions under the N.I.R.A., according to 
Earl Waldo, of Minneapolis, speaker at the 
annual meeting of the Minnesota Society of 
Certified Public Accountants on November 
28th. 

The requirement in some cases that com- 
modities shall not be sold at prices below cost 
of production gives rise to the necessity, he 
said. He called attention to other accounting 
concepts which need definition for the proper 
interpretation of code provisions. The 
speakers included A. G. Larson, J. A. Boulay 
and Pascha Goldberg, all of Minneapolis. The 
meeting was held at the Curtis hotel, Minne- 
apolis, with Lyle W. Hines, president, pre- 
siding. 


Missouri 


St. Louis 
“Highlights of the American Institute of Ac- 
countants convention at New Orleans” was the 
topic of an address by August J. Saxer at a 
meeting of the St. Louis chapter of the Mis- 
souri Society of Certified Public Accountants 
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on November 8th. William Mayors spoke on 
“Preparation for the certified public account- 
ant’s examination’. 


Montana 


Plans to initiate an educational program to 
create an understanding among business men 
of the public accountant and his functions were 
adopted at a meeting of the Montana Society of 
Public Accountants on November 4th. 

The meeting was held at Helena, with 
Maurice Peloubet, of New York, representing 
the American Institute of Accountants, and E. 
R. Sanford, professor of accounting at the Uni- 
versity of Montana, as guests. 

It was decided to prepare lists of accounting 
topics which might be used by members as sub- 
jects of addresses at conventions and other 
gatherings within the state. The society plans 
to place speakers on programs and thereafter to 
publish the addresses in pamphlet form. The 
program will be financed by contributions from 
members and the firms of members. 


Nebraska 


Ellsworth L. Fulk, of Lincoln, spoke on 
municipal accounting at the November meet- 
ing of the Nebraska Society of Certified Public 
Accountants, held at Lincoln on November 
17th. 


New York 


New YORK 


A joint session of the New York State So- 
ciety of Certified Public Accountants and the 
New York Credit Men’s Association, the first 
meeting of the kind in the history of the two 
organizations, was held at the Biltmore hotel 
on December 11th. Problems relating to the 
business activities of credit men and public ac- 
countants were discussed by representatives of 
each group. 

ROCHESTER 


A Rochester chapter of the New York State 
Society of Certified Public Accountants, with 
Carl D. Thomy as president, was formed at a 
meeting on November 16th, at which Frederick 
H. Hurdman, first vice-president of the state 
organization, presided. 

Other officers elected are: Orto A. Shults, 
vice-president; Ralph S. Good, treasurer, and 
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Sanford G. Slocum, secretary. Mr. Hurdman 
stressed the importance of organizing for the 
purpose of establishing and maintaining a high 
standard of ethics among members of the pro- 
fession and broadening knowledge of account- 
ing principles. 


North Carolina 


The North Carolina Association of Certified 
Public Accountants is codperating with 21 
other organizations in a movement to familiar- 
ize citizens of North Carolina with the prin- 
ciples of government. Groups of public 
officials have undertaken a program of govern- 
mental education through the Institute of 
Government. ‘They called upon all interested 
civic and professional groups to meet on De- 
cember 12th to initiate the movement. 


ASHEVILLE 


The Asheville club of the North Carolina 
Association of Certified Public Accountants 
was organized at a meeting held at the Battery 
Park hotel on November 25th. Other clubs 
have been or will be formed at Wilmington, 
Raleigh, Greensboro, Salisbury and Charlotte. 

It is planned to form local clubs at each of 
the larger cities of the state. The objective is 
to bring the members into closer personal con- 
tact through organization with each other and 
with the state association. A member of the 
state association will serve as chairman of each 
club. 

William H. Zimmerman and Fred P. Ed- 
wards were named vice-chairman and secretary 
of the Asheville club. 


Ohio 
CLEVELAND 


The Cleveland chapter of the Ohio Society 
of Certified Public Accountants met on Octo- 
ber 25th to elect officers for the coming year. 
They are: J. H. Sibbison, president; K. K. 
Morrison, vice-president, and Vernon J. 
Moore, secretary-treasurer. These and C. Her- 
bert Cox and H. M. Cryer were elected 
directors. ; 


Oklahoma 


The new significance of the accountant’s 
certificate attached to prospectuses for the sale 
of securities was discussed by H. G. Hum- 
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phreys, chief accountant of the Skelly Oil Com- 
pany, at the annual meeting of the Tulsa So- 
ciety of Certified Public Accountants at Tulsa 
on November 20th. 


Mr. Humphreys declared that the old custom 

of putting a statement at the foot of a pros- 

to the effect that “We cannot guarantee 

that the figures stated above are correct but they 

have been taken from a source which we be- 

lieve to be authoritative’ is not sufficient un- 
der the new order of things. 

George F. Winters, of Tulsa, was elected 
president of the society for the coming year. 
Other new officers are: Oscar Davis, of Okla- 
homa City, treasurer; E. E. Parsons, of Tulsa, 
secretary; Tom Carey, of Oklahoma City; W. 
F. Clausing, of Enid, and Ross T. Warner, of 
Tulsa, trustees. 

Mr. Carey spoke on ‘1933 income tax legis- 
lation in Oklahoma’, and Carl L. Rice, of 
Oklahoma City, made an address on ‘“‘Com- 
petitive bidding’. 


OKLAHOMA CITY 


A recent decision of the supreme court of 
Oklahoma regarding the taxability of dividends 
paid out of earnings was the subject of dis- 
cussion at a meeting of the Oklahoma City 
chapter of the Oklahoma society on November 
23rd. Reports were made on the state con- 
vention at Tulsa. 


Pennsylvania 


HARRISBURG 


Adrian F. Sanderbeck, of Pittsburgh, presi- 
dent of the Pennsylvania Institute of Certified 
Public Accountants, addressed members of the 
Harrisburgh chapter on November 24th. 
Charles E. Procasco, president of the local 
chapter, presided. 


PHILADELPHIA 


The Philadelphia chapter of the Pennsyl- 
vania Institute held its regular monthly meeting 
on November 15th at the Manufacturers and 
Bankers club. The principal speaker was E. 
Russel Shockley, deputy attorney-general of 
Pennsylvania, who interpreted clauses in the re- 
cently enacted business code of the common- 
wealth relating to the practice of accountancy. 
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Tennessee 


The Tennessee Society of Certified Public 
Accountants met at Nashville on November 
3rd and 4th to elect officers for the ensuing 
year. The following were elected: M. O. 
Carter, of Memphis, president; C. B. Buffon, 
of Chattanooga, vice-president; Hilary H. Os- 
borne, of Nashville, secretary, and Avis T. 
Hoobs, of Nashville, treasurer. 


Wyoming 


The Wyoming Society of Certified Public 
Accountants held its annual meeting at Chey- 
enne on November 18th. Officers elected for 
the coming year are: W. B. Haselmire, presi- 
dent; William Rogers, vice-president, and Ed- 
monds Knittle, secretary-treasurer. Speakers at 
the banquet were Edmonds Knittle, Karl B. 
Axt and O. M. Cordle. 


J. Hugh Jackson, dean of the graduate school 
of business, Stanford University, spoke at a 
meeting of the Palo Alto Kiwanis club on No- 
vember 21st on ‘“The business situation”. He 
was scheduled to speak at a meeting of the 
western division of the United States chamber 
of commerce at Sacramento, December 3rd, on 
the ‘Responsibility of western organizations”. 
Mr. Jackson is the author of an article on “The 
new deal in business education” appearing in 
the Stanford business school alumni bulletin 
for November. 


Joseph J. Klein, of New York, has been ap- 
pointed a member of the board of higher edu- 
cation of the city of New York to serve for 
nine years. 


Robert H. McNair, Jr., of Little Rock, Ark., 
was appointed on December 4th chief account- 
ant for Arkansas under the civil works admin- 
istration, making him the youngest federal 
chief accountant. 


““Systematizing office records for physicians 
and dentists” was the subject of an address by 
J. H. Nance, of Dallas, Texas, on November 
14th, at a meeting of an organization of 
physicians’ and dentists’ secretaries. 
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ANNOUNCEMENTS 


George N. Descoteaux has announced the 
opening of an office for the practice of ac- 
countancy at 10 High street, Boston. 


Herbert E. Emmett and George O. Martz, 
of Emmett, Martz & Company, announce the 
opening of a branch office at Pottsville, Pa. 
The main office is at 522 Washington street, 
Reading, Pa. 


Herrmann Herskowitz and William P. Hers- 
kowitz, of the copartnership of Herskowitz & 
Herskowitz, formerly at 225 Broadway, New 
York, announce the change of the firm name 
to Herwood & Herwood, and the removal of 
their offices to 521 Fifth avenue. 


Over, Ormiston & Co., of Providence, R. I., 
announce the removal of their New York office 
to 171 Madison avenue, under the management 
of Arthur B. Bacon. 


R. R. Richards, of Detroit, has re-entered the 
public accountancy field with offices in the In- 
dustrial Bank building of that city. 


M. P. Rosenthaler and Carden S. Shekell an- 
nounce the formation of a partnership under 
the firm name of Rosenthaler & Shekell, with 
offices at 2263 National Bank building, De- 
troit, to continue the practice formerly carried 
on under the name of Rosenthaler, Bernard & 
Co. 


Announcement is made by Harry W. Wallis 
and Frank Tupper of the establishment of Wal- 
lis, Tupper & Co., with offices at 311 Main 
street, Worcester, Mass. 


The admission of George E. Wood to the 
firm of H. C. Northrop & Co., Charlotte, 
N. C., is announced. 


Municipal finance and its control through 
accounts was discussed by A. J. Lynne, of 
Louisville, Ky., at the annual convention of 
the Kentucky Municipal League on November 
17th. 
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Reynold E. Blight, of Los Angeles, spoke 
at a luncheon of the Los Angeles B’Nai B’Rith 
on “Toleration” on November 22. On No- 
vember 20th he spoke at the Redlands club, 
Redlands, California, on ‘‘Current trends’, and 
on November 25th at a women’s conference at 
Los Angeles on a topic of local civic interest. 
He was scheduled to make four addresses at 
civic clubs in early December. 


Joel Hunter, Jr., of Atlanta, delivered an ad- 
dress on ‘The county auditor’’ at a meeting of 
the Fulton county grand juror’s association, 
Paducah, Ky., on December ist. Mr. Hunter 
served on the reception committee for the 
southeastern division meeting of the United 
States chamber of commerce at Atlanta, No- 
vember 19th, 20th and 21st. 


Willard J. Graham, assistant professor of 
economics at the University of Chicago, spoke 
on “Definitions of cost for price fixing in codes 
submitted under the N.R.A.” in an address on 
November 23rd over radio station KYW. 


Upon his return to Cedar Rapids, Iowa, 
from a Caribbean cruise following the annual 
meeting of the American Institute of Account- 
ants, at New Orleans, I. B. McGladrey spoke 
before several local organizations on the 
“American business empire in Caribbean 
countries’. 


He addressed the High Twelve club on No- 
vember 3rd and the Kiwanis club on Novem- 
ber 11th, and contributed an interview on the 
same subject to the November 4th issue of the 
Cedar Rapids Gazette. On November 15, Mr. 
McGladrey spoke at Simpson College, Indian- 
ola, on the “Advantages of a general education 
to those entering the accounting pfofession’”’. 


Thomas W. Byrnes, of New York, addressed 
the accounting seminar of Columbia Uni- 
versity on October 31st on “New York stock- 
exchange practice’, and again on November 
14th on “The New York stock-exchange ques- 
tionnaire’. 
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